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The Chosen Trading Corporation initiated its work in 1949 under the most diftti~ 
cult circumstances. In addition to the continued lack of capital because of 
old company debts, the policy of utilizing foreicn capital, end the varcter 8 B-« 
tem adopted to exploit the Hong Xeng-trade route remilted in excess inports , 
which not only obstructed the acquisition of foreign capital in lon: sone but 
also brouvht difficulties in the conduct of trade on an independent hasis, Ture 
ther, the TAE SO INAN ( * ag 2 }(company vessel) met with disaster in the 
development of the Torth China route, and comrade WOT Hyong=ki (% 3 # ), 
fermer Trade Department head, was responsible for certain failures. “in spite 
of these setbacks, however, the Corporation succeeded in straightenin;, out the 
company capital, establishing a bridgehead in long Hong adequate for ‘iorth 
Sorean needs, acquiring a legal route to Japan, and establishing the Jorth Clana 
voute, The placing of the Corporation on a solid foundation was made possible 
through government protection, In particular, the president, Gxproessed his ay.- 
preciation to vice-president “I: chéngesu ( AS ik if) and other responsidle 
persons in overséas offices and special agents for their splendid vork, 


The followin: is an outline of the Serporation import and export enterprises: 


Export of zovermment~alloted roods 918, 636,000 won 
Export of compary-purchased foods 370, 756,000 won 
Goods ra-eyported 72, 729,000 won 
Fotal . 1,362, i71,606 won 


the total expenditures incurred in exports amounted to 210,257,006" won, so tiat 
the grand total cane to 1,572,428,000 won. This is 113.8 percent of the volar 
envisaged in the plan for 1919, Hven without consideriny the fall in govern. 
went prices in 1949, it signifies a growth of 2)5.), oercent over ihe exocoert cost 
price of 1918, 


"ollowing is a breakdown of the volume of exports handled hy each krone’: 


Sinuiju 5.2 percent ‘Domestic 
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Chong jin 17.7 percent Wonsan 3.5 percent 
Lanhung 16k Chiynamso 53.1; 
danyane Zoe 
The breakdown of exports by districts is as follows: 
198 Igh9 Percentave as 
oes _ compared with 19)8 


Tons Kong 36.) TP oe 228.2 
Ching : 28.2 Vie. 77.0 
South “Yorea 22 wy ce 2607 


Japan 1.8 0,2 19.6 
Monestic disposal 12,2 ha? 6h ody 


The above breakdown shows the shift ia trade area in 19)9 and incicates the sourt:.> 
to be taken in 1950, 


1 


; . P E pie Soe Paee Gop cise v3 
the sollowing is a breakdown ‘of “exports by comnodi ty: 


41 145 pereent Vedical products hw percent 
Cotton yarn Lo Colored metals sae) 
Joolen -oods O26 Quboer vroducts 263 
Leather © Leather -oods Ogl; “Lectric apoliances 0,12 
Paner O.2 Grains Cease 
chenie iL products B53 Soybean eske o2et 
“oodstulfs B22 arine vroducts 23.40 


n 


En 1943, chomical products tapred the list with 37.5 percent, followed by marine 
products with 23.6 percent, medical products with 16,1 percent and soybean cake 
tlth 6 percent. vowever, in 1949, marine products wopped the List with 23 per. 
sent, Lollowed by soybean cake vith 22.7 percent, vrains with 22,2 percent and 
shenical products with 9.3 percent. In 1948, the principal commodity of expost 
was chemical products, especially chemical fertilizer, while in 19h9, marine pro. 
ducts an soybean cake replaced chorical products as the main export items. The 
commodities exported in 1918 were classified in seven ceteroriess; those iin 29he 
in fifteen categories, This was the result of the efforts made to increase “he 
export so as to obtain foreicm CUPrTeNcy a 


The commodities exported to fen: Sone and China as compared oy volumes for 19):8 
and J9h9+: 
vont Song 19),3 wohy Paneer 
imorium sulphate 75,196,000 son 8,416,000 won 
Soybean cake 10,001,000 won 308,758,000 won 


calcium super- 


chosphate 2,312,900 won 
Graphite 8,919,000 on 29 .113,000 won 327 6 
Red sinsenc 63, 34/:,000 on 19,207,000 won T7367 
Sried pollaek 14,392,000 won 42,968,060 won 298.5 
Cotton cloth h2.,063,000 won 150,873,000 won 357 oh 
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China —/- 


Ammonium sulphate 
Hoyoeen cake 
DBynanite 

Salt mackerel 


sa Gt 


-  L9h8 


22,356,000 won 
19, 80, 000 won 

2,060,000 won 
rae on won 


9,632,000 won 
§,,000 won 
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1,112.5 


30,437,000 won 


Daport 


Senta ES ALTON 


Jovernment planned import. 751,829,000 won 
Goods. imported by company or under urgent _397,,083,0 CIO won 
instructions 1,348,912, 056 won 


fa 1, 343, 912,050 wor 
Since the import plan for 19149 underwent three revisions durine the course 
ox the year, it is impossible to compare the actual import with the plan, but 
as compared with the import of 1918, 1919 showed an increase of 10.6 vercers. 


The following is a breakdown of actual imports by branches: 


Tol. percent: 


Simriju Hamhuneg 21.k percens 
Chinnsmpa 53.5 Chong jin Tak 
Jonsan 8.6 Hamyang 1.9 


The breakdown of imports by district is as follows: 


1943 1949 
Hons tong 55.3 76.2 
China 21.9 18.6 
South Serea 2Lek he? 
Janan lof 0,3 


“he breakdown of imports by commodity is as follows: 


43 i9h9 
Construction material, 39.6 Shed 
cultural materials 2a EG 
Daily necessities h?.7 340 
For reeexport 345 hoG 
Mhers 3.0 


vow did the defects contained in the policy of foreien capital. utilisation 
and the barter system of 1948 meet tie needs of the nation in the Hon~ fone bracia, 
wich is the greatest in volume anon: the Corporation's trade enternrises? [na 
1948, the construction materials which are of primary importance in the comple tior 
of our peonle’s economic plan occupied 39.6 vercent of the invorts.. Uowever in 
1949, throuvh straightenin: out the defects and pronobine trade on sn autonomour 
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basis, the increase’in import of construction materials to 5463 percent and de- 
crease in import cf dwily necessities to 33 percent were realized, burther, 

55 percent of the daily necessities imported were sotton fabries that worse 
urgently needed by the state, This is the result of the establishment in Tong 
Song of a bridgehead adequate for the conduct of trade on an independent varis. 

in 1948, the import list was topped by rubber products with 11.8 percent, followed 
by automobile and automovile spare parts with 13.8 pereent, and textile fO0US 
with 10.3 percent. However, in 1919, textile poods jumped to first place with 
19.6 percent, followed by machinery and machine tools with 14 percent, and rub- 
ber products with 12.5 percent. If the comfiodities imported in 1919 can he 
classified into 26 catesories, those in 1919 can be classified inte 35 caterories. 


The difficult problem of this trade was acquisition of export. commodities, First, 
the governnent~allotted comaicdities can be classified into the followin; three 
categories: pianned periodic allotment, «Llotment by instruction, and trans“er. 
The regular pericdic allotment consisted of h7 allotments and ameunted to 
541,917,000 wong the allotment by instruction consisted of 62 allotments and 
amounted to 2i,130,000 won; and the transfers amounted to 185,922,000 won, making 
a total vovernment allotment of 1,271,969,000 won. The actual amounts rece ved 
were 87.6 percent in the instance of regular pericdic allotments, 83.7 pereont in 
the instance of Lhe allotments by instruction, and 77.5 percent in the instance 
of the transferred goods, makinx an averaze of 85. percent received in the tots] 
governnent allotments, Next, the soods purchased by the Gorporation for exoert. 
anounted to 4°7,748,000 won, which was 110.6 percent of the anonat envisage 

in the plan. A comparison between this cost price of imported foocs and the 
actual sale proceeds gives 119.6 percent, which means that the actual selling 
price was 19.5 percent higher than estimated in the sales plan. (in the sates 
plan, the selling price was estimated at 130 percent of the cost price.) 


in railway transportation, Uhe record attained in the planned allotment of sears 

was 75,1 percent, while that attained in the beaporary allotment of cars was SEA 
percent, In shipping, 33 vessels w-re operated by the compary and these ships 
carricd a total cargo of 103,332 tons. A breakdown of this shows that the “lerteans 
whips made 21 trips with 59,637 tons of cargo, the BASTERY VENTURE made $ trips 
with 29,286 tons of cargo, and the SS HSIN LI FENG (94 iB ) made 3 trips 

with 14,415 tons of cargo. Plas @ 


The rate of rotation of the total assets was 3.2 times durin: the years that 

of the capital was 4.9 times; that of export scoods was 6.2 tinesy andthat of 
‘mpert soods was 13 times. The rate of rotation of the imsort commodities in. 
dicated the rapidity with which the goods inported reached their destinations . 


in the expenses accompanying export, a lowerin: of 14.3 percent of the original. 
estimate was realized, while the expenses of import wore lowered 1,0 nercent. 
This was attributed to the response to appeals made to the company’s employ zes 
at the end of the first half of the fiscal yenr to make an effort to lower SEDO he : 
itures by at least 10 percent in export and 1 percent in import. As a regeis, “he : 
state profited to the amount of 154,094,000 won, 
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Tf the basic aims in 1949 were to solidify capital, asolish the barter sys= 

tem, establish and develop trade bridzeheads in Uon; Kone, corth China, Dairon, 
“ukden ani Japang and establish a skeleton network for economic investigatica 
work in overseas markets, then the enterprise succceded in attaining its oasic 
aims, But durin: the process of attainins the above aims, numerous objectiv? 
difficulties and subjective defects resulted in cur comaitting nurerous errors. 
For instance, not enough attention has been siven to planning. It was not until 
July 1948 that a planning member was first olaced in the Supervision pepartaent , 
ani not until Jetoser of the same year that a Planning & Supervision Departrent 
was create] vith two persons entrusted sith the task of planning. In Yeorurry 
19h9, the “lanning Lepartment was organized with five members, out in April the 
number decreased to four, and it was not until Jetober Lhat the organization was 
finally arreed upon. This organizational deficiency prevented the Corvoration 
from compiling statistics of the 19145 enterprise, conductin.,, a thorough invest- 


ization of overseas markets, and straightening out the investication Piles. 


y 


In addition te the flaws in organization, the rapid growth of rational needs necus~ 

situated enercency imports which deprived the plan of continuity and created con- 
fusion. Plannin: delays mace it impossible to establish a clear-cut basis for 
deciding import costs. As a result, in Auzust 199, in erder to avoid an unfav- 
graple tride balance arising from import of goods in the first half ov the year 

at cosus that were not tied in any way to foreicn exchange, the rates for dcm- 

estic sales of imported goods had to be raised by 19.6 percent (as conpared 

with the original sales plan). ‘This in turn caused considerable har te the 
covernment's low price policy. Uf course, another reason jor raising the rete 
wag to increase capital. 


The confusion in 19L9 planning partly resulted from the absence of any previous 
plans for 198, hen planning was initiated, there were further delays. For in» 
stance, instructions for trade plans for 19h9 reached the Gorporation on ¢ larch, 
but it was not until 1 ‘ay, when the second quarter was almost half over, shat 
action was. taken on the plans, Instead of just waitdine for instructions from 
above, the Corporation should have drafted a positive trade plan based on ihe 
statistics of the previous year, the reports of domestic and foreign econornic 
investigations, and the domestic and international situations. The findings 
thereof should have been submuitted for the mobilization of domestic resourees cr 
the acquisition of foreign currency. 


‘Next, the statistical functions ecame merely a matter of computinz figure: on 

a mazchine. In the compilation of statistics, all efforts were directed tovards . 
meeting the deadline for reporting these statistics to the superior orsans,. Cor 
sequently, these statistics were never analysed nor the plans inspected, and 
timely warnings were never siven. The lack of effort to organize statistien on 

a foreign currency basis necessitated tne revising of the plan three vimes curing 
the year. it was therefore impossible for the Corporation to suggest anytheny 
veearding the directive for emerzency import of goods, even when this direccive 
did not tie in with the country's trade balance, 
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The loose state of organization of the Economic Investivation Section has 

been responsible for many defects. Actually, economic investiration is the 

most. backward of all the Jorporation's functions. First, we have failed to 
organize a suitasle body to handle the all-important economic investirations 

‘An independent department to handle investigation work appeared in April wita 

ons member, and in October the Economic Section was set up with two members, 
There is even less to say regardin: investization work in 1948. Systematic 
investization of markets recsardin: a certain comaodity, competitors, methods 

of tradin:, packing, sransportation, custom duties, etc., was lacking. Furtier, 
market quotations from foreign newsyaners have not been studied adequately, ‘und 
little was done to spread the findings amen:t the personnel of the Corpsration. 
The overseas agents tended to submit arbitrary and seattered reports on their 
aconomic investigation work. The environmental difficulties and lack of adequate 
sersonnel made their work extremely difficult, but it was considered that they 
3tould devote more enersy to their work and the time factor in their investivation. 


fhe investigators were accused of hayins [failed to grasp the exact aims of toieir 
work. Yor instance, comrade WON Hyéng-ki, former head of the Truding Jepartaent , 
who went to North China to investisate trode prospects there, submitte. repochs 
on the siorth China plains, the mountain areas of Shantung, Jehol and Lieotun:, 
natural conditions for agriculture, statistics on periods of severe frost, rovine 
fall, animal hussandry in various parts of liorth China, etc, All this infor» 
ation was too general to be of much use in the drafting of a trade policy retard og 
Jorth China. Later if was learned that these data were copied from books bought 
from the book stores, and that the comrades who accompanied WON to North Chiaa 
had to wastea creat deal of time copying these books, As contrasted with the 
above, the investigation reports from Hong Kong on red ginseng, graphite, e@htc, 
were of very high quality. 


Intimate contact with the sroduction organs based on economic investisation vas 
lacking, Jne example is the distrioution and packin:: of red zinsene, and 
anather is cod-liver oil, which, by raising of the Vitamin A content to 7,569 
USP Jnits, would have become an important commodity to gain foreign exchanre. 

ind yet no efforts were made on either side (company and vroducer) to realise 
tras. In short, efforts were lackin= to impreve the products or to discover new 
commodities for export. The main office should provide all overseas branches 
with detailed information resardins all new export items, and the latter, in 
turn, should provide the main office with information on prosvects regarding cer- 
tain commodities, the quality or specifications desired, ona the amount. Parbirer, 
the information is needed in advance. Yet, efforts in this direction were 
lacking amont company employees and overseas agents, 


the total exvort volume, as stated, was 1,362,171,000 won, Of the total vo Lume , 
87.5 peccent was directly exported by the company, while the remainine 12.5 ver-- 
cent consisted of transactions with private individulas, neyment for purchases 
made oy the sorporation, and cash sales. | breakdown of the 12.5 sercent caves 
59.4 percent for private triuvsactions, 21.2 percent, for purchase payments andl 
9. percent for cash sales. A considerable quantity of sceods destined for export 
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was thus released to Lhe domestic markets throu‘n private tromactions, pay- 
ments for purchases and cash sales, and this not only brouv-ht considerable 
harm to the domeslic commercial policy, but also gave rise to cvitradictions 
in the trade statistics because soods disposed of domestically cvoeared as ex 
port. 


Although privete transactions occupied a sere 8.6 vercent of the inal, export, 
there were in all 176 transactions, which provided «a heavy aduinisti:tisn burden 
an the Corporation staff and took up a great deal of valuable time. “lomersus 
defects were also evident in the conducting of private transactions. vor instanec. 
the Corporation failed to study the question of custom duties on poor: imported =~ 
by private merchants, failed to check whether the soo imported ty 4: merchants 
ware as specified in the import vermit, allowdd the merchants to set‘(2 the 
price of their goods directly with the consumer, failed to keep an actorate file 
on the merchants with whom the Corporation dealt, failed to examine trrouzhiy toe 
import and export permits that were issued in the Corporation's name, tte, Thes< 
defects, instead of profiting the state, profited the private individu js con 
cemed. 


? 


in studyin: export enterprises, he question is raised whether there hes been in— 
timate contact between the main office and its overseas agents. Rasiee] sy, cone 
tact was well maintained, as evidenced by the accomplishments of 1919. Vowevos, 
in part, inadequacy of contact brought no smail harm to the activities c* aver~ 
seas apents, entailing loss of foreign exchange, Following is one concre.: 
example: In June 1949, the Hong Kong agent notified the home office ta sisp 
shipment of calcium cyanamide because of the difficulty of its disnosal; aij yet. 
on 10 June, 1,333 tons of calcium cyanamide were shiprei on 5S ALNAN. They are 
still unsold, and their reported value is hardly encugh to pay their wareho. sing. 
Even if their value is considered at HK [120 per ton, the Corporation has abr ody 
suffered a loss of IK $150,000, ‘“iistakes like the shove are causin® state em 
perties to rot away vor lon: periods in Hon: Kons warehouses. 


Repardines new comiodities destined for export, a sufficient arount of sannles 
should be sent. overseas agents with information in detail on the racking, commoa:-. 
ition, quantity, domestic cost, etc. In fact, the above ruling shoukd apply oo 
every shipment. Vast negligence in this respect resulted in disparity between 
our sample anc foods delivered, causiny needless loss or embarrassment. As to 
the methods and vractices of packing, there are inmuserable instances of deiect ve 
work that are costing the Corporation heavily in foreign exchange, There are nm: 
accurate statistics on these losses, but in the future, the overseas arent mill 
submit detailed reports on losses suffered because of defective pacicins, The 
lesses from defective packing are not. limited to shipments to foreizn ccuntries. 
censiderable losses have also been suffered from defective packing durine domestic 
transit of socds. Another cause for losses was in precipitous shipment of coods 
without adequate forethought. In the case ef ALDAN's fifth and eichtn trins, the 
value of the total cargo shipped was approximately equal to the ctharterare,. 
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Anotier important problem to consider in the export enterprise is whether ths 
goods have breught just prices in the overseas markets. Take as an exarnile 

the sale of soybean cake on the Hong Kong market. During the five months from 
May to September, the price of soybean cake averaged HK$ 407.69 ner ton. Drrin: 
the same period, Nerth Korean soybean cake was sold et the average orice of 

IK $357.17 per ton.. At first it may seem that the North Korean coods were void 
very chean, but the price received was justified, since the North Korean, sh'o- 
ment included soyoesn cake from the Northeast (llanchuria) and Chinnampo 071 
Plant. Also, the price listed in the Sconomic Newspaper was the current rei ail 
price. Similar examples can be listed in the case of dried pollack and she: t 
cloth. 


Greater efforts snould be made to meet the local demanis in orice comsetLiion 
and study the nature of the price so as not to miss any opportunities in the 
effort to gain foreign currencies. If a special trade policy for the Hong jong 
area had not been adopted, and if the barter systen had not been abolished, the 
market for the soybean cake could harcly have been maintained. Even llcss ccn 
be said for the dried pollack and sheet cloth, where cometition with the su= 
yerior products from Japan and South Korea is intense. 


The total volume of import in 199 was stated at 1,38,912,000 won. 4 creai. 
eostacle to the import enterprise was the soveral revisions in irmort olanninc, 
as can be seen from the following: 


Plan in first half of the vear 1,056, 311,000 won 
Plan in second half of the year 138,917,000 won 
Plan after Novenber 615,99 ,0G0 won 


If the mergency imports amounting to 1,171,583,0090 won are added, the con- 
fusion in import enterprise is obvious. The wultiple vrivate transac ions at 
home and abroad did not imorsve the situation. 


The import of the previous year, conducted under the difficult situation de-- 
seribed above, was 89.6 percent in Corporation's hends, while -rivate tracing 
had 10.4 percent. An analysis of the private trade gives the following Ticures: 
15 transactions conducted in accordance with instructions fron superior organs. 
accounting for 11.1 pereent of total orivate trade: 8 transactions concluded 
by various organs with she Korean Tradiac Corporation to barter for 1).7 pox 
cent of the private trade; and 113 orivate transactions conducted by the Jor 
poration itself, accounting for 70.2 nercont of the private trade, Ths comiod~ 
ities imported through private channels under instructions from sunerior orrans 
consisted of electric wires, gold net, tannin, diamonds for industrial use, 
glass, Sulphur, phosphorus, paraffin, manila rope, potassium dichlorate, rock 
drills, rotary printing presses, leud wire, ete, The commodities bartered by 
varlLous organs through the Korean Trudin; Corporation consisted of film, sate 
peter, electric wires, motor sailin: veseels, steel bars, transformers, }.tues, 
building materials, etc., and commodities imported in private transactions 
hancled directly by the corporetion consisted of raw rubber, Uaniain, mails, 
glass, potassiun dichlorate, potassium chlorate, etc. Although orivate trans- 
actions accounted for no more than 10.4 oercent of the total is:ort volun, 
their number was a big factor in complicating import enterprirce and immased a 
heavy acninistrative burden on the Corporation, As a result, it wes “m-ose ble 
to conduct a thorough study of the 3/0 odd varieties of immort items and embob- 
2ish intimate contact with the organs cesiring thesa demmodities so as to chec: 
their exact uses, specifications, tine of usage, etc. In short, coortination 
betwecon the consuger, the company and the overseas agents was Lacking. 
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The provortions of the number and amount of transactions concucted by 
various organs through the Corporations 


Organ Number of Proportion Amount (in Proportion 
Transections (percent) 1,000 won) (percent) 


Ministry of 


National Defense 5 10.4 5 5256 20.0 
Ministry of | 

Enternal Affairs 3 6.3 3,180 13.3 
Win. of Productive 

Enterprises 13 27.0 5.173 20.9 
Min. of Agriculture 

and Forests h §.3 2,452 565 
Min. of Commerce 2 h.2 921 3.5 
Min. of Culture 

and Propaganda 1 22 9 133 1647 
"in, of Health — 2 hee 673 2.46 
lin, of City Menarenent 2 L.2- 3,513 1304 
Special Production 

Guidance Bureau 3 6.3 703 ee 
Forestry Bureau 2 12 95 —  Boby 
Enterprising Company on 2.0 ele. 1.0 
Total L8 26,170 


The abeve table shows that the Corporation failed to make sufficient efforts 
to import on time the materials needed by the various ministries, It elso 
tells that it has failed in safeguarding the independence of trade enterprise 
by Lailing to propose to its superior organ the formnlation of a conerete 
policy against the possession of export comodities by non-commercial and non< 
productive orgonizations. 


4. glance at gocds imported throucth private channels shows that none of then 
could not have been imported dirsctly by the Corporation. “he private trans- 
actions could, therefore, be justified only by the time factor. js for exarnnle, 
despite a cable from Ilong Kong to the effect that 100 tons of tannin had already 
been shipped, the organization that needed the product. had te procurs it at « 
high price from a orivate source because it could not afford to wait for ship 
ment by the Corporation. 


in the past, the overseas agents axperionezd considerable aiffienltien because 
specifications in ordering goods from f oreign countries were not thorouch, The 
cause seems to be in the lack of business imowledge among the workers and in 
their superficial way of doing their york, For exaiiple, when ordering {4 uns 
and sensitized paper, failjure to indicate the sensi tivity desired and whether 
the films are for daylight or nicht use needlessly complicated the work of the 
overseas agent. Similarly, failure to indicate the year and model of car when 
ordering spare parts created needless difficulties. 


it is considered that the prices at which imported coods were bought were just. 
or oxample, cotton cloth imperted from Hong Koag was quoted in 
the Hong Kong Economie Newspaper during the months fron April to November at the 
average of HK $52.06 per roll. During, the same pericd, the North Koresa pur- 
chasing price averaged HK $49.77 per roll, vhich was lower thea the market price 
vy HE $2.29 per roll. Raw rubber, during the six months from April fo Noverher 
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averaged HK $1,813, per ton, During the same period the average purchasing 
price of the Corporation was HK $1,905.13 per ton, which was highor thar. the 
market price by HK $61.5) per ton. Thus cotton cloth was purchased cheeper, 
but raw rubber was dearer than the market price. 


During the settlement of old accounts o£ 1948 in Hong Konz, the Corporation 
suffered losses from the barter system. Some of the reasons are: 


&. As barter condition, we had to muarantes profits to the merchants, 


5. In estimating the value of exchange csoods, the merchants are willing to 
give only a very low price because taey take into consideration nossible 
market fluctuations. : 


c. ‘he merchants are prone to add illeritinete profits to their om noads 
and deceive the party they are dealing with. 


Q. Beeause of the quantity and variety of goods on hand, the state often had 
to barter with speculative merchants, This resulted in the collation of 
prices or refusal ty prespective buyers because the sales oublisity of the 
merchants made the amount of roods for sale appear more than tae actual 
amount » 


O 


« 4g a conseavence of the above, goods stopped circulating and their prices 
coule not be maintained at a fixed level, and this, in tum, wiped out 
future opportunities. 


In order to correcb these defects, the Corporation struggled to aoclish the 
arter system in its Hong Kong trade and sucereded in Going so. The sare 
theory cen be applied in domestic transactions with private merchants by 
studying the preblen and efiectins a revelutionzery lsrovencnt. 


The verular export allotment from the goverament anourted to 841,917 2-000 won. 
Compared with this, the totsl of contrects with other parbies amounted to 
805,68),000 won, which comes to 95.7 percent of the allotment. Of the reuainder, 
25,767,000 won or 3.4 percent were not contracted, and 7,165,000 won or 0.9 nere 
cent were over~contivacted. In the amount not contracted, 17,740,000 VON, or 
61.67% percent, was vejected by the other party because of inacequate pracuction, 
while 11,027,00C won, or 38.3 vercent, was rejected by the Corporation because 
of export difficultias. 


As for the actual amount of goods received from the government compared with 
the amount allotted: 


in regular allotment 87.6 percent 
In allotment by instructions A370" 
In transfers ? 


lollowing is an analysis of reasons for non-delivery of poods after contratis 
nad been signeds 


Cancellation of allotment 9.7 percent 

Isiek of production 61.5 " 

Infericr quality of roods 11.5 =" 

Difference in specifications hoo ott 
CONF TDENT TAT. 
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Packing 1.0 percent 
Transportation Sag 
Refusal 7698 
Other reasons 230 


Che amount of goods not delivered for the above reasons in terns of Vong Kong 
” * it 7 o a 
dollars is IK $5,187,85h. 


From the fact that the percentage of foods celivered rose from 70 percent in the 
third quarter to 113 vercent in the fourth quarter when intimate eentert was 
established with the producers by dispatching resident agents to She various DrC~ 
duction centers, it can be seen that the basic cause for non-delivery wan in the 
iask of adequate cooperation with the production factories, - 


The actual amounts for the purchase af coods by the Corporation for export was 
427,748,000 won, which is 110.6 percent of the goal in the 199 len, However, 
& careful study of this figure brings to light the following: The actual 
amount purchased in the country was 358,180,006 won, which is 92.5 nercent of 
the goal and 83.7 perceat of the total amount purchased, The renainder, nanely 
69,568,000 won or 16.3 vercent of the total amount, was re-exmort itens and 
(through a contradiction in financial organization) were merely paper work on 
the account books of the Purchasing Department. 


4s for the purchasing channels, 56 percent was purchased from government organs 
(including consuners* cooperatives) and li percent fron vrivate individuals, =n 
the disposal of goods imported for purchasing purposes, 41.6 parcent vent. to the 
production organs, 21.6 percent to the business organs and 36.8 percert to vrivatc 
individuals, Moreover, 33.2 percent was civen ovt under contract and 51.3 percent 
WaS arbitrary disposal. The above figures would indicate thet the nurghasing 
enterprise in 19l:9 developed with little or no planning. Among the mein causes 
the following are given: 


ao Failure to set up a clear-cut purchasing vlan. Absolutely no investi. gacicn 
was conducted on the goods that should be purchased, the state of orceduction 
and consumption of these goods at home, the goods marketable abroad, etc. As 


a result, the purchasing plan was unstable and unpractical, 


DS. Lack of capital funds for the purchase and lack of smooth supply of roods that 
the Corporation wished to purchase. The purchasing fund, as the plan denanded ,. 
was too great a burden on the Corporation, On the other hard, the supply of 
foods that the company wished to buy was often unsteady. 


Under such difficulties, the Corporation had no choice but to use guerrilla tactics 
in purchasing. Further, in striving towards its major goal of gaining ferelgm cur. 
rencles, it could not afford te discriminate between c ealing with the government 
crseans, consumers’ cooperatives or private concerns; neither coule it afford to 
make any distinction among the production, commercial or private organs when ef— 
fecting barter purchases with imported foods. 


in matters of transoortation there appeared still other deficiencies, Tho number 
of freisht cars reqcested in the plan was 1,701 and this renber woe le er revised 
to 1,668, However, the actual number o/' freight cars operated was 1,25), or 75 
percent of the revised number. The Cormoration was guilty of breech of contract 
om 20) cars » Which necessitated payment of canazes totaling 198,756 won. Reasons 
for breach of contract were: no goods to transport, 3 ears; change in plan, 173 


Lak S » 
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Tae aumber of cers requested for special occasions totaled Ta a9, but the actual 
number operated totuled 2,299, or 59 percent of the reques. The difference of 


1,625 cars was caused by : no coods to transport, 1,U3C corss re scars availa>le, 


(17 cars; and other reasons, 3 cars. 


Next is the problem of shipping, which is of paramour i “wportancs to the Cornore- 


‘ 


tion. Considereble eftorts have been mace towards dwr ovement in this field, arxi 


tae state of shioping in 1949 was as follows: 


Total Cargo Avevane Tonnara 

a OOM ALE waet Vassel 
Mortrans 50 637.1 2,039.9 
EASTERN VNTUNE 29, 280.4 3,05350 
UGSIN LI rcHG Uy 415.5 _ 4,809.0 


Tne total arrearage naid to “ortrens arounted to US $10,589.76 and 25051,202 won, 


This was necessary because we failed te study closely whether or not the dail 


average ldading tormage of 720 tons as contracted between Mortrans anc the Corpora~ 


tion was a practical. figure. Following is the average csily leading ficare fron 
actual record: 


Ghongjin Branch 153.1 tons 
Wonsan Branch 237.300~=«* 
Nanhune Branch his.9 
Chinnanpo Sranch L57.300«8 
Hong Kong 366,05 % 
Dairen 225,6 
Tientsin 333.6 8 
Average 366 


fhe orisinal contract with Mortrans covered the period up to the third quarter 
of 1949. During thet time, the charterage was HK $16.46 and 1,137.33 won per 
soa. However, in the fourth quarter, the charter contract was revised te ore 
based on weight in an effort to eliminate the defects of the previous contract, 
AS a result, charterace curing the fourth quarter decreased to HY $40.07 and 
1,071.71 won per ton, a decrease of HK 96.39 and 66,17 won per ton. The naw 
contract, norcover, increased the responsibility of both parties, and the 
resulting Increase of earzo tonnage per vessel and shortening of Sailing days 
Srousht large profits to North Korea. Un to the third Quarter, the carps 


Na. 


ioaded was 85.6 vercent of the canacity, but in the fourth gquerter, the sore 
centage went up to 93.4 percent. The cefects in transvortation are many. In 
railway transportation, the unstable eharacter of the exporh plan and the guer- 
“illa tacbics em-loyed in the purchasing enterprise were the Casic factors be.- 
hind the breach of contract. These sams defects aftected, in part, the Shipping 
enterprise. 

the performance of Mortrans was referre] to as splendid. Tts shins played a 
prominent part in Nerth Koraa develonmant of the long Keng and Tientsin routes 
and mace expansion vossibie. However, the following points of possible imrove- 
nent were referred te: The Mortrars ships burned coal, They are old and their 
wonnage is siall, The transportation fe on the average is high. Pollovring is 
a comparison of the average cost per ton between the FASTER Vertu: and the 
Mortrans ships: 


Mortrans ships WK $h0.07 plus 1,071.71 woa 
EASTSRN VSivuRR HK £40.98 
CONFIDENTIAL 
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The foliowing are some of the defects entailed in the contrzet based on welcnts 


&e when there is not sufficient carga to ship back fron overseas, the shir 
order to increase the safety margin in Sailing, call at harbors in Central 
and North China to load more cargees from merchants there, thus delaying the: 
whole shipping vlan, 


b. HBeeause of the system of payment of arrearage, the ships are often requested 
to depart empty even when there are definite indications that there will be a 
shipment within a few days. 


G. ince foreign vessels are contracted under a charter systen, there is a 
coxical tendency to load less on the Mortrans ships and more on Loreden 


The problem to consider is the lowering of shinving and incidental expenses, As 
result of the anneal made to the company stefr at the end of the first half of 
$49 to work for a 10 percent cecreass in export expenses and a 2 nercent Cesroase 


in juiport expenses, the following results were obtai neds 


tf 


Export [onenses Tian itecord increase or Decrease 
(Parcent) “(Percent ) 

Rxport tax 11.3 5.0 5 3~ 
Charterare 6.8 gad 2 ..5~ 
Container cost cas a5 Bs 
General expenses 5,2 Sat 16% 
Total. Sask 2 ap W3~ 

import, Tepenses Tian Recore Increase or Decrease 

(Percent) (Percent yo" 
Import, tax 3 De 0.3% 
Generel expenses 3 bee Lode 
Total 11 3320 1.Q- 


that such results were possible was due to the keen competition among the branches, 
and the efforts cf the branch staffs. On the other hand, there are a creat many _ 
ether problems which await solution, For example, because of lack of a cetinite 
policy regarding canvas covers, the Hamhung and the Chinnampo Branches had to pay 
cat large sums for them. The daily average work tonnace of 720 tons itself awaits 
further study, and nothing has vet Deen done about computing as work hours the 
Joss of time due to causes beyond human control such as réin, rough sess, winch 
trouble or air reid drill. : 


The rotation of the Gorporationts total assets in 19L9 was 3.2 times. The averare 
working capital per month was 330,955,000 won, and the average seles volume of 
anported goods was 135,182,000 won ner month. This means that the cacital, rota- 
tion in 19h9 was 4.9 times or once every 73.4 days, As for the export commodities, 
the average quantity in warehouses pew nonth was 219,650,000 won, and that shivped 
out per month was 113,301,000 won, giving rotation of six tines during the-year, 

or once every 50 days. In import, the cuantity of imported goods in warckcuses 

oer nonth was 117,257,000 won. and the sales volume of impor*ed goods was 125,562,000 
won, Which gives a rotation of 13 Simes or cnee every 27.5 days, 


"or greater speec in the rotation of exporé commodities, the Corporstion hed tried 
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everthing it could. While stucring rotation rates, Lt found that anon: coods 


exported were these that had been desi.cna 


ted as unsuitable for exnort, and that 


sany of these in fact were needed for hone consuaption. The notable onc: were 
alcohol, toilet soap, candles, grape sugar, red alum, ethyl and berium chlorate, 


There were also roods that did not accurm 
2onds. <Aeccumiated in ilong kong vere 1,1 


late at hore, but accumulated in. foreiza 
82.3 tons ef caleiun cyanamide, 94,3 


tons of caleiun superphosphate, and around Hi 7294,,209.00 worth of bristies, fin- 


feng and lemns. with the exception of ca 


leiun cyanamide anc bristles, these 


goods were exported in 1918 when the Hong Keng market was first being: exploited. 


likewise, 20.7 tons of alcohol were shipp 


ed to Tientsin to the open marxet, and 


these have not yet been sold. Thefollowing conclusions were dravm:s {1) Goods 
unsus.table for export should either be consumed at hone or no longer producad. 
i2) In order to avoid accumlation of goods, overse?s econortic investigation worl 


shouid be conducted on a wide front. The 
use, and dependable radio communications 
goods that have been in accumulation for 
drill spare carts, spinning drums, radios 


information collected should be pat to 
should be utilised. Among the immorted 
over a year Were movie cameras, rock 

» and unrefined salt: while coors thas 


have been in accumulation for over three months consist of seven iteme vellued 
at 5 357,323 won, Reasons for their accumulation are imperrest products, dif 


ferent specifications, or limited ngare. 


‘nother important factor ebstructing the rotation of capital is the several davis 
delay between the entry of ¢ shin inte the harbor and the arrival «2 instructions 
regarding Gisposial. of cargo. The time from the arrival of the ship te the sut~ 

nission of application for disposal of earge was from three to 28 days, necessi- 


Ca 


tating an avorage delay of 11 days. further, it tock an average cf 16 days fron 
the subri.gsion of application to the Trade Bureau to the arrival of instructions. 
Gonsequently, the averaze veriod of waiting was 29 cays, Since eech rotation of 


imported goods took 27.6 days, the above 
rotation. 


in financial adm.nistration, insufficient 
ny 


of Toreign currencies. The overseas ofii 


delay was equivalent to the Joss af one 


thought was given te the eoru ation 
ces failed to effect a financial. balance 


321 foreign currency and gave little thought to how the profits and Losses of the 
trading anterprise anpeared in terns of foreign currency. As a result, while the 
balance sheet of 1943 showed a profit of bh,131,691 won, the insnecbicn enter 


prise organized at the end of 19h9 acsual 


ly shewed 2 deficit of 1234293,720 won. 


“hale mistake mush not be neoeated in he future. 


fecidents may be classified into accident 


§ Curing transit and accidents occurring 


om Warehouses. ‘There were in all 62 accidents durirg transit, involving 1,241,635 


won. An analysis into the nature of thes 
percent involved damares, 17 cases or 27, 


e accidents shows that 33 cases or $2.2 
, percent involved insufficient quantity 


dispatched, three cases or 4.8 percen’ involvec. decrease in volume <rom natural 
causes, two cases or 3.3 vercent involved robbery, one case or 1.6 vereen’ involyec 
deterioration of rocds, and the regaining six cases av 9,7 percent consinted of 
miscellancous causes, A total of 22 accidents oscurred] in warehouses, involwing 


-.2616,798 won, An analysis of the eanses 


shows that eight cases or 26.) ; 


involved inadequate insnection, tive cases cor é2e7 cercent involved dearesse 


volune from natural eauses, three cases o 
or 65 percent involved deterioration of 
vebbery, and the recaining four cases or 


Yr 13.6 vercent involved damares, one case 
ceeds, one case or ..5 vercent involved 


18.3 pereert consisted of misce.anccur 


* 


usupes. The above figures should serve as a basis in studying means to prewerct 
wecidents in the future. An inportant protective measure against accidents ig 


mexine insvrance, and while the shippinre 


Curing the past two years involved, severe. 


tens of thousands of tons, the Corporation failed tc make acequate arranrenents 
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Sos marine insurance. Twice during 190, the Corporation wes close to experLen:ing 
4 major sea disaster-=storns that overtook the SS AIVAZOVSKY in the Vieinity of 
Taiwan and the EASTERN VuNTURE in the vicinity of Japan, 


the Inspection Committee was first introduced on 17 Noveuber 1949 in order to 
correct the 1948 balance, which was not Linked to foreign currency. It completed 
the work on 7 February 1950. For this job, which tcok 7,001 work hours, 583 car- 
sons were mobilized. By straightening the 1948 balance, which originally showed 
a profit of 44,131,000 won, instead a deficit of 1234293,000 wen appeared. The 
resuits were then linked to the balance sheets of 199. By thus consclidating 
the Sinancial aspects of the Corporation, it was pogsible to sum un the business 
of 1949. The committee was headed by comrade KIM Chongeyan (/ 5 ~A@ i), who 
surmounted great odds to complete the inspections. : 


The president's report for 1946 concludes with a statement of the rapid crewth of 
of the Corporation. Despite the successes, there have been numerous defects in 
the enterprise. To elininate these defects, the president proposes the followins: 


a. Otrengthen the planning phase. The confusion in vianrinc in 29h9 was an 
imense obstacle to the imoort, export, purchasing and transportation enter- 
prises, both at home and abroad. Therefore, eccnomie investiration work 
should be organized by the Planning Department to set up annual and quarterly 
plans, The chiefs of al] departments and the overseas agents should nartici- 
pate in collecting accurate data. In the compilation of statistics, close 
eontact should be maintained at al] times with vertinent cevartments or 
sections. In particular, constants attention should be paid iio the linking of 
statistics to foreign currency. ‘i/hile thus far the Corporation has denended 
on instructions from above, it should now becin its om ecomonic investicas 
tion and planning. 


be The Corporation must develop new methods for the acquisiticn of fore.rpn 
currency. Tc accomplish this, it must conduct investicetions on exocrt tom 


rodities, display initiative in its fight for foreien currencies, and ecsno~ 
mize in all expenditures involving foreigm currency. , 


¢» ‘The Corporat:.cn must abolish the barter system. ‘here has been ample procz 
of the losses inflicted on the state by that system. It mst not only abolish 
whe system in connection with Hong Kong, which covers 77 percent of North 
Korean trade, but also Tientsia and Dairen. In domestic transactions, toe, 
une company should in principle abolish the barter systen, 


d, The Corporation must organize a devartaent to hendle fLoreien currency cal- 
culations, so that it can realize accurate trade balance in such curvency. 
“he overseas agents must see to it that requested reports on the subject ere 
submitted within prescribed time. 


e. in shipping, the Corporation mast positively and yet rationally utilise 
Mortrans ships, aim at lowering the daily work average of 720 tons to a 
practical level, and in the payment of charterare, strive to decrease naye 
cent in foreign cursency and inerease payment in comestic currency. 


i. The Corporation must establish insinate contact with the oredueers. In d= 
cition to dispatching resident agenis to production Diants, it} must bheve a 
cependable system for field reports on quality, packing, ote., so thet the 
erestige of tae Corporation may be nainteined, ‘oreover, in view of tha 
Sact that 61.5 percent of non delivered foods was due to inadequate ~reduc- 
tion, constant attention should be devoted to this matter. : 
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(is The Corocration must establish intimate contuct with the consumers of ime 
ported foods. It mst find out exactly the required scccifications of the 
preducts, their uses, and their period of need, It mst organize its trade 
so that there is a live spirit of teanwork among the fiele offices, the hone 
office and the consumers, 


Ne In order to lower imort or export. expenditures, the Corporation mast draw - 
up anc enforce an accurate plan regarding packing and containers end devise 
means against the revetition of mistakes which necessitated extra oxpendi- 
tures in the past. 


Le Tne Corporation must be more alert to prevent aeciients. Insurance on import 
and export coumodities must be taken out in foreign countries (especially 
Hong Kong), and concentrated efforts must be made to prevent damages during 
transit, and accidents in warehouses. 


Je The Cerperation must intensify inspection worl internally and seel: poidanee 
from suverior organs. Overseas agents must submit certificates and accurate 
reports on imported foods at all times, and pertinent denartments of the 
Corporation must constantly study and analyse these reports . 

k, In view cf the special nature of the enterprise, the Corporation rust take 

special precautions in the dispatching and salemiarding of documents and 

maintain absolrite secrecy on personnel, shipping and trading matters, not. 
only to outsiders but also to tantly members. 


ie The persens in charce of various Gepartnents and offices must not only de- 
pand on the Staff Personnel Denartnent for the training of reserve persomel, 
but must alse train persoanel within their ow departnonts. The votetion of 
personnol mast be decreased, sc that enployees can become voroficient ab their 
jobs. In particular, in order to elevate the political theoreticea’, etandard 
ef the overseas agents and send them warn greetings from home, the Cosporas 
tion must not neglect to send then newspapers, magazines, and booics waenever 
possible, 


in conclusion, agents overseas should devote their woriost effort towards ww. 
ceading the goal for 1950 by applying the revolutionary theories of Marxism and 
Leninisn to the oractical enterorise of the Korean Srading Corporation. 


25X1A 


Comment. The Chosen Trading Sorporatior, is officially considered 

in Conmanist Nort; Korea as a semi-private corporation, bub ita archives show 
mo share-holding or other type of financing usual, in private or semi-private 

corporaticns, it was financed initially by the Communist Party (NKLPS ana 

Yenains the property of the Party even though some governmental units may be 

represented on the board of directora; the company ip said, for example, to be 

suvordinate to the Department of Commeren, 
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